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One reason Professor Anderson and I are destined to 
clash joyously is that our views have so much in com- 
mon. I feel overpaid in having drawn from him such a 
searching and stimulating discussion of the general topic 
of value in exchange for a fragment which aimed rather 
to promote tolerance in definitions than to establish 
" an adequate theory of the causes governing values," 
and least of all to destroy any one's constructive work. 1 
At the outset, as his collaborator, let me emphasize one 
very welcome constructive point of agreement. We 
are agreed that economists must deal with quantities 
and qualities of which actual market prices are not the 
only measure, and, I would add, some of which com- 

1 Hence my surprise when Professor Anderson ascribes to me an assertion of the 
Austrian theories in opposition to his own. As this is quite foreign to the intent of my 
paper, it is no wonder that my problem, as he mterprets it, needs more data for its solu- 
tion than I have supplied 
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mand no market price at all under present conditions; 1 
altho with changes in law and custom they might per- 
haps come to command one. We are agreed that meas- 
ures of value which may be less exact than those of the 
market are also much more fundamental. 

We are agreed that our most fundamental concepts 
should be independent of institutions of competitive 
exchange; they should be such as would hold even in a 
socialistic state. This is necessary if there is to be any 
economic meeting-ground for debate between socialists 
and conservatives. It is necessary if we are to have any 
standard of judgment on economic reforms which are 
continually overruling the valuations of the market. It 
is necessary even in the process of describing the work- 
ings of competition under different institutions of prop- 
erty, contract and social control, which we recognize as 
infinitely varied and ever changing. The competitive 
product of capital does not mean the same thing in two 
societies with different institutions of inheritance and 
bequest, and different laws and customs in the matter of 
unfair competition. Or, let us take the statement that 
the rental value of land tends to equal the excess of the 
(competitive valuation of the) goods and services pro- 
duced upon it above the (competitive) expenses of 
production. This becomes quite indefinite the moment 
we realize that the net product in question may or may 
not include robbing the neighbors of their light and air, 
obstructing the streets, fouling streams, increasing or 
destroying the beauty of the landscape or the business 
character of the neighborhood, admitting tenants whose 
very presence destroys the value of other real estate in 
the same blocks, and so on. 2 There are as many dif- 
ferent kinds of competitive product of land as there are 

i Cf J B. Clark, Philosophy of Wealth, pp 215 S 
i Cf Ely, Property and Contract, passim 
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regulations governing these matters, and merely to 
describe the differences, without passing any sort of 
judgment on them, we must use terms that go behind 
the competitive value of the exchangeable product. 

The world is full of unpaid costs and unappropriated 
services. In proportion as we rise above bare material 
necessities we reach intangible utilities that are harder 
and harder to appropriate, such as knowledge, civic 
beauty, or personal privacy. The age of material 
power is the age when these higher and more elusive 
utilities come increasingly into the focus of social atten- 
tion. The age of the railroad and the interlocking 
credit system is an age when business transactions have 
more far-reaching effects than ever before, and quite 
beyond what can ever be bought and sold directly. The 
age of researches in bacteriology and environmental 
determinism is an age when innumerable effects, always 
in existence, are being discovered and valued as never 
before. The age of democracy is an age when every one 
can exercise to the full the two great social impulses, — 
the impulse to be like one's fellows, and the impulse to 
be different and distinguished. But these emulative 
and especially these invidious utilities are mostly of such 
a peculiar character that one man's gain is another's 
loss: they eat each other up, and the resultant is a 
social utility far different from the sum of its individu- 
ally appropriable parts. 

The legal doctrine of damnum absque injuria covers a 
multitude of such unpaid costs, and the unearned incre- 
ment is a great catch-all of unappropriated services. 
Viewed as a study of individual utilities and not of 
organic social values, a theory of inappropriables is 
merely a tracing of such products and costs as law and 
custom do not yet recognize and a revealing of respon- 
sibilities which have not yet been brought home 
effectively in markets or in courts. 
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Thus the net economic value of a given service may be 
considered to include not only the familiar marketable 
" utilities," but also (1) potentially exchangeable by- 
products in the way of service or damage, valued at the 
price they would presumably command in exchange; 
(2) unmarketables measured by a standard derived 
from market price. 

We may go farther than this, if we are studying such 
fundamental values as might prevail in a socialist state 
as well as in our own. Things may be valued by other 
standards than that of competitive exchange, especially 
if those other standards are effective in society or may 
reasonably be expected to become so. Thus the old 
" rich-man-poor-man complication " may emerge from 
the thought-tight compartment in which it has been 
more or less successfully interned, and demand a place 
in the sun, for there is ample proof that society does not 
wholly acquiesce in the idea that the desires of rich and 
poor should have economic weight in proportion to the 
respective purchasing powers of those classes. This 
fact is ever coming to the surface where men follow 
some common policy or when an emergency throws 
them back on elemental needs. 

A ticket to the Yale-Harvard game is cheap enough 
to be sold for $2, and too valuable to be bought for $10, 
and the principle of this paradox applies to public land 
under the homestead act and land-rushes in Oklahoma, 
to bread in Germany, to train accommodations sold to 
war refugees by a relief committee, to the administra- 
tion of justice (tho all too imperfectly), to public educa- 
tion. An allied principle governs poor-relief, minimum 
wage laws, and so on. Enough instances could be easily 
cited to show the all-pervading economic influence of 
standards of value contrary to those of the free market. 
Now unless economics can take and use such standards 
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in advance of their becoming effective in the market 
place, it misses by so much its chances to contribute 
scientifically to economic reform. 

Economists do use these standards constantly in 
their practical thinking on matters of public policy, but 
somehow the theory of value and distribution seems 
insulated. If we can develop a concept of social value 
and valuation independent of market valuations and 
capable of scientific application to concrete cases, we 
shall have an intellectual instrument that will pierce the 
insulation and establish a working connection with the 
ideas that are making things happen. 

It is a substantial gain to regard a price as the result- 
ant of conflicts of many kinds of values, positive and 
negative, individual and social. 1 But if economics 
merely accepts and records the outcome as representing 
the effective social importance of that particular com- 
modity, there is still something lacking. Many a 
commodity commands a price merely because its nega- 
tive social value is less than the costs involved in sup- 
pressing its use utterly. Whiskey has at once positive 
and negative social value and motivates prohibitionists 
to much expenditure of time, effort and money. Yet 
this negative " power in motivation " has no effect on 
the price until it actually prevails in a prohibition law. 
And then, — the price may go higher and not lower, 2 
and the outlawed trade may become more profitable 
financially than ever before. 

The idea of a strong positive value to a minority, in 
marginal equilibrium with a weak negative value to a 
majority, 3 does not seem adequately to represent the 
case. Certainly the price does not express any such 
equilibrium, but only one side of it. Exchange value 

1 Cf Anderson, Social Value, oh xm • Certainly if quality is considered! 

» Cf Social Value, p. 151 
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will remain positive till the negative social value accu- 
mulates such overwhelming momentum as to stamp out 
the trade entirely. What balances the majority's dis- 
approval is not the desire of the minority, but the whole 
cost of making the majority will effective. There is no 
marginal equality of effort between policemen and the 
customers of the " blind tiger." Moreover other values 
than that of temperance itself may be affected in the 
attempt to stamp out illicit sales. 

The positive value of freedom may deter us from pro- 
hibiting the sale of many quack remedies, or outlawing 
many questionable business practices, which pre- 
dominant social judgment and sentiment oppose. In 
all this my view is quite like Professor Anderson's, and I 
gladly acknowledge indebtedness to his writings. 1 

But there is one decided difference, perhaps funda- 
mental. I object strenuously to attributing to a com- 
modity as that commodity's social value the whole 
resultant of these broader forces and values to which it 
may stand in the relationship of an insignificant or 
unwelcome by-product, or even in that of a cost of 
production. 2 It is the freedom which has social value 
and not the nostrums or the products of sharp practices 
which may shelter under its wing. Freedom may be an 
end in itself like any other utility which affects economic 
values, and it may also take effect in increasing the 
output of goods in general. Neither fact can elevate 
its incidental abuses, recognized as such, to the rank of 
utilities or values. The net social value of the latter is 
negative, not positive, 3 and I shall never be satisfied 

1 It is hardly necessary to add that I join him in acknowledging our common debt to 
J. B. Clark's Philosophy of Wealth. 

2 Can this be the way to a more vital connection between economics and sociology ? 

3 This conception is ethically neutral, accepting the standards in force, and merely 
insists on distinguishing clearly (as the other concept does not do) to what it is that the 
accepted standards are attached. 
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with a theory bearing the name of social value which 
does not embody this principle so clearly that he who 
runs may read. 

It is so simple! The marvel is that such an obvious 
statement of fact could be considered to constitute an 
economic heresy in any school of thought. The dis- 
tinction may make little difference in static theory, 
which ignores institutional changes and considers 
abuses abnormal, but into the dynamic study of the 
actual world the static hypothesis must not be carried. 
Here abuses are normal and institutions are active 
forces campaigning against them, with constant changes 
of plan and shifts of fortune. Wasteful advertising is 
waste, not product, tho we may not know how to get 
rid of it without sacrificing more than we should gain. 
If static doctrine is to be adapted to deal with dynamic 
facts, it is at this point, in the concept of value itself, 
that the modification must begin. 

I suspect Professor Davenport of holding exactly 
this view, with the minor qualification that he throws 
the whole subject of social value out of the science of 
economics. Thus it is not wholly facetious to call him 
the best of social value theorists, for there is no danger 
of his sanctioning any theory of this kind which is not 
the real thing. As Mr. Dooley says: " Showin' dis- 
rispict f 'r th' candydate is wan way iv showin' rispict 
f'r th' office." Therefore this doctrine of institution- 
values is proposed, with due trepidation, as the germ of 
a synthesis, in which Professor Anderson represents 
thesis and Professor Davenport antithesis. It is also 
proposed as a necessary premise of dynamic theory. 

One further result may be noted. If things may have 
exchange value when their social value is a minus 
quantity, can we say of things which have positive 
social value that the exchange value, actual or normal, 
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gives a correct measure of their relative social impor- 
tance ? The simplest exchange is not free from these 
relationships to values outside the market. Each one 
is a unit in a great social joint product. Thus the 
theory of social value is anti-marginal in the sense that 
the part takes its price from the value of the whole and 
not vice versa. In a somewhat similar way railway 
rates cannot be fixed by the marginal cost of separate 
services without running the whole road into bank- 
ruptcy. 

These, then, are some of the elements which must 
count in a theory of social value. The theory of inap- 
propriables, the conscious social weighing of men and 
their desires on scales different from that of free ex- 
change, the insistence that institutional valuations and 
commodity valuations be distinguished and not both 
attributed to single commodities, and the readiness on 
occasion to reverse the marginal method of analysis: all 
have their place in the interpretation. Such studies 
can be vitally useful, even if they never attain the pre- 
cision of a yard-stick. Therefore, I am delighted that 
Professor Anderson also holds that social value varies 
independently of exchange values, tho I carry the heresy 
farther than he does. 



II 

Indeed most of the cases he cites might be classed by 
an orthodox economist as normal exchange values, dis- 
tinguished from actual prices, and his own statement of 
the reason why one of his examples does not fall within 
this category might itself pass as a definition of the 
difference between normal and actual price. 1 More- 

1 P 698, " I mean that social forces which would have led to a much higher 

price had they had tune to operate were forestalled in the snap judgment " 
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over, I find it hard to understand why a minimum wage 
law is considered a departure from true social value, tho 
it clearly represents valuation of the kind which would 
prevail in a socialistic state. In his concrete examples, 
Professor Anderson sticks to standards derived from 
exchange, and hence does not fulfill the expectations 
raised by his allusions to socialism. This may explain 
why at one point, after undertaking to contrast value 
with purchasing power, he contrasts it instead with 
readiness of exchangeability. The other contrast 
might have been less clearly marked. 

There would seem to be two ideas, not one, here. A 
social value which varies independently of prices and 
rests on the facts of social psychology must be a very 
different entity from any that can be deduced from the 
idea that price is a ratio between two values, or from the 
irresistible tendency which writers show to draw from 
the exchange relation an abstract quality (which is still 
exchange value). Professor Anderson appears to blend 
these two concepts, using the evidences of one to sup- 
port the other, and it is this overworking of the deduc- 
tions drawn from the exchange relation which I have 
called in question. 

The chief use of the word " rate " is to carry a clearer 
connotation of what happens when A exchanges for B, 1 
free from unnecessary implications that A and B are 
commensurable. Of course if A and B will both buy C, 
then we have a ratio of the kind Professor Anderson 
mentions, with " power-to-buy-C " as the common 
quality measured. 2 This is not social value, however 
richly it may be explained as the result of social forces. 

1 The concept of a rate would need to be stated so as to cover single exchanges, a 
process no more violent than the adjustment of the idea of an organism when this term 
is applied to society 

2 See A A Young, " Some Limitations of the Value Concept," in this Journal, vol. 
xxv, pp. 418-419. 



718 QUARTERLY JOURNAL OF ECONOMICS 



III 

It should be sufficiently evident that I do not want 
the value concept limited to " rate of exchange " or any 
other relative notion, nor do I regard such concepts as 
ultimate nor oppose the use of concepts of social value. 
But as Professor Anderson remains obdurate toward 
the " relation " usage, we still have matter for argu- 
ment. Must the definition of value carry with it 
elements of doctrine ? Professor Anderson maintains 
that terminological, formal, and logical matters cannot 
be wholly divorced from questions of causation. I 
should like to distinguish the perception of facts, the 
grasping of concepts and framing of theorems about 
them, from the more or less arbitrary process of choosing 
names to convey these perceptions and concepts. This 
latter process need involve no disputes over matters of 
logic or cause, and no questions of doctrine. Even 
usage, while it affects the wisdom of selecting terms, 
has, in a scientific discussion, nothing to do with their 
validity or logical propriety. 

This attitude toward definitions spells tolerance, and 
some may question whether it would not be fatal to uni- 
formity. The exact opposite is the fact, however. 
Unless we can establish that definitions need carry no 
doctrinal conclusions men will fight to the last for their 
individual preferences against the best terminology that 
could be devised. Until they can tolerate each other's 
usages they will never tolerate any uniform system. 
The one man who will surely block the work of any 
committee on uniformity is the man who knows the one 
correct usage. Most of what Professor Anderson says 
against the definition of value as a relation would not 
apply to this or to any definition as such, unless there be 
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read into it the doctrine that the exchange relationship 
is the ultimate economic fact and that there is nothing 
further underlying it, or the doctrine that the forces 
underlying exchange relationships are themselves rela- 
tive things. 1 The first of these doctrines has probably 
never been seriously maintained; the second can be 
safely left to psychologists and philosophers. Neither is 
involved in the act of saying " I choose, in this discus- 
sion, when speaking of the ratio (or rate) of exchange 
between two commodities, to designate it by the word 
' value.' " This does not preclude the use of the con- 
cept which Professor Anderson prefers; it merely 
makes necessary the choice of another symbol to denote 
it. I have never heard of two mathematicians disput- 
ing whether the vertex of an isosceles triangle should be 
called A or B. 

As Bertrand Russell laments: " The word is is ter- 
ribly ambiguous." 2 (He notes five different mean- 
ings.) The statement " value is a ratio of exchange " 
may be taken as adopting a meaning for the word 
" value," or it may be taken as proclaiming certain 
properties as absolute essentials of the concept " value," 
wherever and however it may be used. Read in one 
way the statement is a definition, not logically debata- 
ble. Read in the other way it is dogma of a particu- 
larly unfruitful sort. This explains my own alleged 
excursions into the logical and causal aspects of defini- 
tions, 3 anent the proposition that value is a quantity 
antecedent to exchange, — a statement which is itself 
part definition and part doctrine; as a definition it is 
merely incomplete, as a doctrine it is open to the com- 
ment which I made. 

1 Cf p 679, " If one washes, on the basis of an argument of this kind, to assert the 
relativity of values," etc 

2 The Principles of Mathematics, Cambridge, 1903, p 64 

3 Cited by Professor Anderson, p 675 
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Tested by this principle, much of Professor Ander- 
son's criticism is beside the mark. For example, he 
attributes to his opponents (to whom " value " means a 
ratio of exchange) an argument that assumes all values 
cut in half or doubled. What he thinks his adversary 
might mean by that expression I am at a loss to imagine. 
Professor Anderson's meaning is evident enough, but if 
one of the " ratio " school were expressing this idea he 
would say that " effective utilities " had changed, and 
would be most surprised if any one suggested that it 
could happen without his knowledge. 

Again, the red cloth would assuredly have economic 
importance, and Jevons would be the last man to deny 
it. But must that be called " value " by every one ? 
As Professor Anderson says: " No one has a right to 
dogmatize." Again, if we christen a measure " value," 
we do not thereby confuse it with the thing measured, 
be that thing motivation or utility or something else. 



IV 

However, if we try to handle a real quality which may 
be measured in many conflicting ways only one of which 
we know much about, we are in danger of confusing the 
real quality * with the abstraction derived from our one 
test. 2 If we use the abstraction (and Professor Anderson 
has shown that most of us cannot help using it), 3 our 
terminology should clearly show it as different from the 

1 Ignoring the question of the Dtng an sich, and whether the " real quality " is more 
than a composite of capacities to respond to all possible tests 

2 Cf A A Young, " Some Limitations of the Value Concept," in this Journal, 
vol xxv, pp 418-419 I have already noted Professor Anderson's blending of the two 
concepts 

3 Hence the word " price " will not quite fill all the requirements of the various 
relative concepts of value, if we include the abstract quality, " purchasing power " in 
that group In this paper I have deliberately used " social value,' ' " social utility " and 
" power m motivation " somewhat interchangeably, as over against " exchange value," 
" price " or " power in exchange," trusting the context to prevent ambiguities. 
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fundamental quality. Beside this difference, the dis- 
tinction between " rate," " ratio," or purchasing power 
is insignificant. 

Unless much stress is laid on this distinction between 
true social value and mere " power-to-buy-C," I fear 
the concept of social value may lapse into a soporific 
idea that normal exchange values have been validated 
in some inscrutable way and can be taken as true meas- 
ures of the ultimate economic quantity. This would 
rob the concept of its great dynamic force. Therefore 
I speak for the right to use both concepts. The limita- 
tions of the relative concept then become its chief 
recommendations, even tho they may not be quite so 
narrow as Professor Anderson maintains. 

Before concluding, certain detailed points may be 
briefly touched on. In the matter of knowledge v. 
reality, Professor Anderson appears to set up the stand- 
ards of metaphysics rather than those of science. Shall 
economics try to be something more than science, when 
so many still regard it as something less ? Within its 
limitations the relative concept does give useful sums 
and averages, being no less adequate for this purpose 
than a sum of imaginary gold coins. Money can be a 
common denominator of rates of exchange. As for 
assuming a " fixed value of the dollar," this may mean 
one of two things. In inductive studies it simply 
means measuring changes of other values with reference 
to the dollar. The timers of a sack-race on shipboard 
do not necessarily assume the ship to be standing still 
when they measure the speed of the runners with refer- 
ence to the deck. Astronomers say the sun moves, but 
use it as a reference point to measure the motions of our 
system, and can name no ultimate fixed point with 
reference to which they may measure its absolute 
motion. 
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In deductive theory the phrase usually means that 
the average change in money's purchasing power is 
zero, measured either in commodities or in some stand- 
ard of human sacrifice, but it is used with regrettable 
looseness. 



The discussion is alive with unsettled questions. The 
statement that economic values are sometimes affected 
by values of a non-economic sort, legal for example, 
suggests the reply that if law is a non-economic value 
so is every "utility"; that all primary values (or utili- 
ties) are non-economic, while economic values are of a 
different grade, not coordinate, for example, with 
aesthetic or hygienic values. Thus, in dealing with the 
non-economic utility of an institution which is valued 
by the public as a whole, we are on the same ground as 
in dealing with the warmth of a coat or the beauty of a 
picture; each has its economic aspect and each fur- 
nishes its data for economic problems. 

Moreover, we cannot be satisfied to take institutions 
for granted as if they were supreme ends in themselves. 
If we cannot understand the social value of goods sold 
under a franchise without reference to the Dartmouth 
College Case, neither can we understand the social value 
of the Bill of Rights without reference to its effect on 
two-cent passenger fares. Even the courts, under the 
powerful influence of the judicial form of that " instinct 
of workmanship " which a reading of Professor Veblen's 
very valuable book tempts one to define as a " bent 
toward mistaking the means for the end "; 1 even the 

1 For this perversion of Veblen's terms I hope to be forgiven, on the ground that it 13 
no worse than those perversions of the instinct itself which form so large a part of hia 
book, and which he shows to be inherent in the nature of the instinct Cf The 
Instinct of Workmanship, pp 29, 31, 34, etc 
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courts have not reached the point of regarding the law 
and the constitution wholly as ends in themselves. The 
modern tendency is to regard even the more funda- 
mental institutions as means to social ends, and nothing 
in economic theory can further this tendency more than 
a constant recognition of the existence of economic 
gains and costs to society for which such institutions are 
responsible. 

The whole problem of value to society is of course 
more than economic, but its economic aspect is far from 
exhausted. The chief thing to be striven for is that 
this central problem shall have all the light that can be 
thrown on it from all angles, and that problems of 
exchange should be treated with this aim constantly in 
mind. 

In summary, the great issue seems to be between 
standards of value which accept the exchange outcome 
as measuring the values of the goods exchanged, how- 
ever they may preface this with studies of the conflicting 
social forces which are at work, and, on the other hand, 
standards of value which do not accept that measure as 
exact or final. Being a heretic on the main point, I 
tend to minimize distinctions which seem less extreme. 

J. M. Clakk. 

University or Chicago. 



